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recent years It was fairly constant before 1957/8
but more than tripled to £213 million m the decade
following 1957/8 Aid per capita of the British
population nearly tripled and amounted to
£3 ISff per head in 1967/8 However when
aid is expressed as a percentage of the gross
national product (GOT) we see that the per
centage increased from 0 33 of 1 per cent in 1957/8
to 0 65 of 1 per cent to 1960/1 remained at that
level until 1966/7 and then fell To be just 1 per
cent of GNP aid would have to be raised by about
£100 million Aid may be divided into multi
lateral aid and bilateral aid Multilateral aid is
given through the medium of the international
institutions such as the IBBD and the IDA
bilateral aid is given directly to the developing
countries Multilateral aid was still only £24
million m 1969/70 The increase in aid since
1957/8 has taken place in bilateral aid Whereas
loans were fairly negligible in 1957/8 they in
creased rapidly and exceeded grants from
1964/5
It must be remembered in deciding the terms on
which Government aid is provided that the
foreign indebtedness of the developing countries
is increasing sharply About four fifths of
British loans is made available for 20 years or
more Normally the rate of interest on these
loans is the rate at which the British Government
can borrow on the capital market However
the Government decided in 196o to make develop
ment loans free of Interest in appropriate cases
About a third of expenditure on aid is formally
tied to the purchase of British goods and services
Other aid is not tied formally and may be used
directly to finance local expenditure but when it
is used to finance imports directly it has to be
spent on British goods if these are available on
competitive terms Multilateral aid is untied
The tying of aid tends to raise the costs to develop
ing countries bnt it also enables countries with
precarious foreign balances—such as Britain—to
be more generous
Aid takes the form not only of financial but also
of technical assistance To co ordlnate and pro
mote technical assistance the Department of
 Technical Co operation (DTO) was set up hi 1961
British Government expenditure on technical
assistance amounted to £44 million in 1969 At
the end of 1969 British technical assistance
personnel overseas totalled altogether 12 000
(excluding volunteers recruited by voluntary
societies) over 1500 administrators 5 ooq
teachers 1 000 agricultural advisers 3 000 Indus
trial and technological advisers and 1 200 doctors
and medical workers
In 1964 the Labour Government established
an Overseas Development Ministry (ODM)
through which all British aid was channelled and
co-ordinated but in 1970 the Conservative
Government absorbed the ODM into the Foreign
Office The amount of aid which ought to be
provided has become a political issue in some
countries such as the United States thankfully
this has not occurred m Britain
Some Suggestions for Further Beading
For an Introduction to the subject the reader is
referred to Jagdish Bhagwati The Economics of
Underdeveloped Countries (World University
Library) An interesting account of Hie m rural
India is found in Kusum Nair Blossoms in (he
Dust (Duckworth) On Asia the reader may wish
to dip into the three volumes of Gunnar Myrdal
entitled Asian Drama An Enquiry into ffie
Poverty of Nations (Alan Lane The Penguin
Press) A helpful introduction to African prob
lems is found in Andrew M Kamarck TheEcmo
mics of Afnean Development (Praeger) The
Overseas Development Institute has published a
number of pamphlets on aid topics including The
Lets Developed Gountnes in World Trade British
Development Policies and Volunteers in Deteloy
ment The Ministry of Overseas Development
has compiled a handbook of British Aid Statistics
(HMSO) The Report of the Commission on
International Development Partners m Deietojt
ment (the Pearson Report 1969) reviews the
problems of the less developed countries and
makes recommendations for their solution by
means of aid policies
IV    DEVELOPMENTS IN THE BRITISH ECONOMY
SINCE 1960
1  INTERNATIONAL DEVELOPMENTS
The Balance of Payments
The balance of payments problem dominated
events in the British economy in the 1960s It Is
therefore important to analyse the balance of pay
ments in some detail to understand the ciroum
stances which led to the devaluation of the pound
in 1967 and the transformation of the balance of
payments after 1968
Developments may be followed hi the table
showing the balance of payments in the new form
of presentation introduced in 1970 In the old
presentation (see <J7) a distinction was made be
tween the oasie balance (current plus long term
capital account) and short term monetary move
ments But It became increasingly difficult to
make this distraction because of the growing
variety and intricacy of capital movements
Instead a line waa drawn between the total cur
renew flow (current account plus all capital flows)
and ojjtcial financing If the total currency flow
ia negative this means that the authorities have
to finance the deficit either by borrowing from the
IMJ1 or other monetary authorities or by drawing on
the official reserves of gold and foreign exchange
Developments up to 1964
(i) The Current Account
The deterioration in the current balance of pay
ments of well over £400 million between 1059 and
1960 was mainly attributable to an increase of
nearly £500 million to imports exports also in
creased but not by enough to pay for the Increased
imports The main cause was the upsurge in
demand in 1959-60 During the upsurge pro
ductive capacity at home became strained, and
some goods were imported to supplement home
supplies Stocks of imported goods were run
down In 1959 and replenished in 1980 And
higher incomes meant higher demands for im
 ported goods These developments might be
Interpreted as indicating the adverse effects on the
balance of payments of internal expansion. Ho
doubt Imports wfll increase as the economy
expands but it can be argued that sudden and
very rapid bursts of expansion as in 1959-60 will
have a much greater effect on imports than would
a steadier and more sustained growth
In the following two years imports were steady
at about the 1960 level the internal economy was
relatively stagnant partly because restrictive
measures had been adopted to curb demand at
home and protect the balance of payments
Imports were sharply up by over £250 million in
1963 with the rapid expansion of national expend!
ture bnt there was a slightly larger Increase in the
value of exports
The surplus on invisible trade which had ex
ceeded £300 million in the early and middle fifties
ranged between £100 and £200 million to the early
sixties (see G7)
Hi) The Capital Account
Capital flows may be divided into official long
term capital flows net private investment and
various monetary movements e g trade credit
changes in the sterling balances (see G8) and Euro
dollar transactions (see 033) There was a fairly
steady official long term capital outflow in the
1960s and a less steady net private investment
abroad
Host volatile were the monetary movements
For Instance there would have been a large deficit
in the currency flow to 1960 had it not been for a
substantial inflow of short term funds (* e add!
tlons to our short term liabilities) The sterling
balances rose by an unprecendented amount
of over £400 minion This was largely due to
speculation against the dollar based on fears that
it might be devalued So great waa the inflow

